SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board

Author: R. Wi ght Analyst: d oria MConnel | Bill Number: _AB 2004
Related Bills: Telephone: 845- 4336 Amended Date: 08/ 20/ 98
Attorney:  Doug Bramhal | Sponsor:

SUBJECT: FTB Col | ecti on of Student A d Comm ssion Cutstandi ng Accounts
Recei vabl e/ Addi ti onal Notice to Debtor/Limts FTB Coll ecti on Renedi es

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED 2/18/98 and AMENDED 4/28/98 and
7/02/98STILL APPLY.

X OTHER — See comments below.

SUMVARY OF BILL

Under this bill, before a delinquent student |oan could be referred to Franchise
Tax Board (FTB) for collection, the Student A d Conm ssion (comm ssion) would be
required to provide certain notices and hearings that generally woul d del ay
referral of outstanding student |oans to FTB by at |east 30 days.

Additionally, under this bill

- FTB woul d be required to expressly provide notice to the debtor at the nost
recent address of record provided by the comri ssion or |ast address known to
the FTB. If the mail is returned as undeliverable or FTB otherw se knows the
mai | was msdirected, FTB would be required to use reasonable diligence to
ascertain the current address of the debtor and provide notice at that address.
FTB woul d be required to wait at |east 15 days (instead of the current 10 days)
after it issues to the debtor notice (containing certain prescribed information
written in Spanish and English) and requests paynent before it can proceed with
col l ection action.

SUMVARY OF AMENDMENT

The August 20, 1998, anendnents generally resolve the Policy Considerations
raised in FTB' s previous anal yses. As anended:
Col Il ections would not to be returned to the debtor if the debtor did not
receive required notice to pay the debt within 15-days to prevent further
col l ection action because due process has been provided el sewhere in the
provi sions of the bill.
FTB l evies would not be Ilimted to 10% of a debtor’s wages if a determ nation
is made that federal law permts a greater percentage. |If so determ ned, FTB,
as allowed under current law, would levy on (up to) 25% of a debtor’s wages.

Board Position: Department/Legislative Director Date
S NA NP
SA O NAR
X N OUA PENDING .
- - - Johnnie Lou Rosas 9/4/98

A:\AB 2004 08-20-98 SA8F.DOC

LSB TEMPLATE (rev. 6-98) 09/10/98 5:55 PM



Assenbly 2004 (R Wight)
Anmended 08/ 20/ 98
Page 2

FTB l evies would not be limted to 25% of the anpbunt in a debtor’s account(s)
in a depository institution if the account(s) is |less than $2,000. As allowed
under current law, FTB would |levy on (up to) 100% of the anmount in the

account (s).

The August 17, 1998, anendnents clarify that if collections are returned to the
debt or because the debtor establishes by a preponderance of evidence that FTB did
not send the debtor the required notice, the FTB may again proceed with the
collection of the debt after giving the required notice. Additionally, they nmake
a technical change to the provision that limts the amount that may be | evied on
depository institution accounts for delinquent student | oans.

The July 23, 1998, anendnents generally resolve the |Inplenentation Considerations
raised in the analysis of the bill as anmended July 2, 1998. As anended:

The hearings FTB is required to hold if, anmong other things, the debtor clains
collection would create a hardship or that FTB has not provided notice as
required by law, could be done in an informal process, which is current
practice. The hearings would be exenpt from Adm ni strative Procedures Act, as
are protest hearings of proposed tax deficiencies, jeopardy assessnents and

ot her hearing given by the FTB pertaining to collection matters.

This bill continues current |aw, which gives the comm ssion, FTB and the
Controller discretion to issue regulations as necessary to inplenent the
student | oan collection program instead of requiring that regul ations be
adopted. Because this bill basically codifies the entire adm nistrative
process and provides a high degree of administrative detail, regulations may
prove unnecessary to the inplenmentation of this bill.

BACKGROUND
The conmi ssion began referring accounts to FTB during July 1997. FTB ended its

first fiscal year of collections (July 1, 1997, through June 30, 1998) wth
approxi mately 240,000 loans in its inventory and collecting approxi mately $14.5

mllion. The followng reflects FTB's collection activities for that period:
FTB activity i ssued pai d paynments recei ved
Demands for paynents 155, 567 26, 874 $5, 905, 5161
Bank | evi es 3,226 863 1, 089, 549
Wage | evi es 118, 137 101, 984 7,469, 547

FI SCAL | MPACT ON STATE BUDGET

Depart nental Costs

This bill is not anticipated to significantly affect departnental costs.

Col | ection Estimte

Based on the discussion below the collection inpact of this proposal is as
foll ows:

! Thi's nunber includes approximately $1 nillion that was sent directly to the conmi ssion
as a result of FTB' s activities and presunes that the paynment was not the result of a
bank or wage | evy.
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Col l ection I npact of AB 2004
(In MI1ions)
Fi scal Year | npact
1998-9 1999-0 2000-1
(%$2.5) - -

Col | ection Estimate Di scussion

The collection inmpact of this bill would depend on the nunber of referrals
and collection activities that would be del ayed as a result of additional
noti ces and hearings required by the comm ssion prior to referral of

del i nquent accounts to FTB.

This estimate is based on the results of FTB' s existing Student Aid

Col | ection Program and assumes a one-tine two-nmonth delay in referral of
accounts to FTB in the first fiscal year of inplenentation (1998-9),

t hereby, reducing collections by an estimated $2.5 mllion for the period
January 1, 1999 to June 30, 1999. After the one-tine delay, the program
woul d continue collections with the newtimng of the referrals. The
approxi mate two-nonth delay would be due to (1) the new 30-day notice
required by the comm ssion before an account may be referred to FTB (the
comm ssion may find it necessary to hold the account for an additional tine
beyond the 30 days to allow for last-m nute paynents or tel ephone calls);
(2) additional inquiries relating to requests for and the hol ding of
hearings; and (3) the comm ssion’s inplenentation of other changes required
by this bill.



